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Executive Summary

his Best-Practice Report is based on a knowledge management (KM) con-
sortium benchmarking study conducted by the International Benchmarking
Clearinghouse, a service of the American Productivity & Quality Center

(APQC).  Previous consortium studies include: 
• Creating a Knowledge-Sharing Culture, 
• Expanding Knowledge Management Externally: Putting Your Knowledge to Work

for Customers,
• Knowledge Management and the Learning Organisation: A European Perspective, 
• Managing Competitive Intelligence Knowledge in a Global Economy: Emerging

Best Practices in  Knowledge Management, and
• Using Information Technology to Support Knowledge Management.

Building on its successful predecessors, this study focuses on how some of the
most advanced early KM adopters implement a knowledge management initiative, mobi-
lize resources, create a business case, and measure and evolve their KM programs.
The goal of this report is to enable organizations to compare their own knowledge
management initiatives with others and identify any performance gaps or opportunities
for improvement.  This Best-Practice Report also affords them the opportunity to
gain a better understanding of issues faced and challenges overcome in implementing
a successful knowledge management initiative.  

Forty-nine companies participated in this consortium by attending a series of
planning sessions, completing data-gathering surveys, and/or attending or hosting
on-site interviews.  Of those 49 companies, 39 sponsored the study (“sponsor companies”).
Ten companies, including two of the sponsor companies, were identified as having strong
knowledge management initiatives in place and were invited to participate in the
study as benchmarking partners (“partner companies”).

Since APQC’s research and benchmarking activities began five years ago, some
of the “early adopters” of KM, including the best-practice organizations for this study,
have been able to address many of the issues that arise with any “new way of doing busi-
ness.”  Their experiences address the typical business questions that any senior exec-
utive would ask about a new initiative, such as “why should we do this (i.e., What is
the business case?), who is going to be responsible (i.e., What roles and resources are
necessary?), and how will we know if it makes a difference (i.e., How do you mea-

T
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sure the results?).”  We’ve turned to the early adopters and best-practice organizations
to understand the critical success factors, options, and steps needed to implement a suc-
cessful knowledge management initiative. 

STUDY FOCUS
Drawing input from subject matter expert (SME) Dr. Carla O’Dell and APQC

research, the APQC study team identified four key focus areas.  These areas guided the
design of the data collection instruments and were the basis on which the stages of
successful implementation have been developed.  A brief description of the four areas
is provided below.
1. Creating a KM Business Case

• Building the business case for KM
• Justifying and gaining management support for the KM budget
• Developing a value proposition for KM that’s tied to the business strategy

2. Structuring a KM Strategy 
• Aligning KM with business strategy
• Leadership and support needed to sustain a KM strategy

3. Implementing Your KM Initiative
• The advantages of a top-down or a bottom-up approach to KM
• Technologies to support KM
• Leveraging intranets to share and capture knowledge internally
• The roles organizations are creating to support KM strategies 
• Determining staff size and how much time and resources to spend on KM
• The role of KM training 

4. Measuring and Evolving the KM Efforts 
• Soliciting feedback regarding KM products
• Evaluating the effectiveness of KM programs
• Understanding how and why KM programs evolve
• Developing global KM capabilities

REPORT OVERVIEW
There is widespread understanding of the value of knowledge management in

many organizations.  One might think that mature knowledge management initia-
tives are widespread as well.  In fact, the gap between organizations recognizing the value
of knowledge management and those fully implementing it is large.  As evidence, at the
inception of this consortium study, more than 80 percent of the organizations in the
sponsor group indicated that they have no formal plan or are just beginning knowledge
management.

Is our sponsor group behind the times?  Hardly.  They represent many forward-
looking organizations exploring and piloting KM.  Only our knowledge manage-

S U M M A R Y
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ment early adopters are far along the implementation journey.  This study’s focus is to
understand how the knowledge management initiatives in best-practice companies
started and evolved, not to get a snapshot of where they are now.  By understanding the
process, and stages, practitioners will be better equipped to manage knowledge in
their own organizations.

APQC has created a model that captures the stages of successfully implementing
knowledge management.  This emergent model, illustrated in later sections, was devel-
oped using data from all of the best-practice companies, as well as APQC’s experi-
ences with many of the early adopters of KM.

As described in the model overview chapter, the model provides us a framework to
discuss the typical stages and characteristics; the model is not rigid, but fluid.  Knowledge
management implementation stages can serve as a road map to enable the reader to under-
stand where his/her organization is in the KM journey, to see how others have suc-
cessfully faced the same challenges, and to know what might be done to move on.
Understanding the issues and knowing the tools and tactics of others can help at any
stage.  Learning from others is the opportunity to make new mistakes, not repeat those
of others.

The following provides a brief overview of some of the key features of successful imple-
mentation discovered during this study.

Business Cases and Budgets
In every successful large-scale KM initiative we have examined, including those in

this study, an important senior champion or group saw the strategic value of knowledge
management and endorsed what became a significant investment in it.  These cham-
pions initially made a calculated leap of faith based on a compelling business ratio-
nale or vision, not purely a return on investment (ROI) calculation.  This does not
mean that measures and ROI aren’t important; they are.  But alone, they are not
enough to cause KM to be institutionalized as a way of working. 

We questioned our study participants about KM start-up and implementation
costs.  Fifty-six percent of partner companies spent more than a million dollars on
start-up costs, as opposed to sponsor organizations, the majority of which spent less than
$100,000.  Annual maintenance requires at least the same level of investment.  Both
sponsors and partners are of the opinion that their KM budgets will increase in the future.

Communities of Practice
Communities of practice (CoPs) have emerged as an effective way of creating,

sharing, validating, and transferring tacit knowledge.  Partner organizations have made
a conscious effort to elevate communities from an informal way of working to a formal
way.  In doing so they have demonstrated that using communities creates an institu-
tional KM approach and allows a large measure of “localized” (by geography, topic, or
discipline) KM focus.

Variously called communities of interest, communities of practice, learning com-
munities, thematic groups, or knowledge networks, CoPs are being used by all of this

S U M M A R Y



study’s best-practice partners.  This study identified two models for CoPs, informal or
formal, and the elements that must be in place to develop and evolve communities:
• sponsorship, 
• membership, 
• roles and responsibilities, 
• accountability and measurement, and 
• supporting tools.

Also discussed in this report are the common challenges and change management
issues faced when integrating communities into an organization.  Celebrating heroes,
incorporating KM behaviors in performance expectations and appraisal, and elevat-
ing knowledge experts and thought leaders to be leaders of CoPs are some of the ways
partners have addressed the challenges and change management issues associated with
this new way of knowledge working.

Culture
Both partners and sponsors identified significant cultural barriers that must be

overcome to create a knowledge-sharing organization.  This journey is rarely with-
out potholes.  Partners, however, are more likely to have successfully addressed cultural
issues, as they have moved farther along the continuum of development stages.

For example, sponsors report functional silos to be the most significant cultural bar-
rier, while partners do not consider it a major barrier at all.  It is not that partner orga-
nizations have not experienced silo mentality, rather it is that they have identified
means to overcome the obstacle.  

This study identifies several notable cultural barriers and how partner organizations
have addressed them (Figure 1).

S U M M A R Y
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Cultural Barrier Success Factors

FIGURE 1: Partner Approaches to Cultural Barriers

Functional Silos Solicit senior leadership vision and active support.

Headquarters vs. the Field Involve users during design and implementation.

Language and Cultural Differences Accommodate learning and sharing styles as well as
provide translation tools.

“Fuzzy Concept” or “Bells and Whistles” Computer Develop operational KM definitions tied to business
System needs.

Perception of KM as a “Bells and Whistles” Concentrate on knowledge-sharing needs and
Computer System behaviors; IT is an enabler.

Lack of Participation Find and capitalize on passion, provide appropriate
training, and use multiple channels for 
communication and promotion.
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Information Technology Impact 
KM has benefited enormously from the huge investments in information technology

(IT) in recent years.  In the late 1990s, IT investment in the United States was increas-
ing at a blistering rate of 15 percent per year, with actual capacity increasing twice as
fast because of the dramatic decline in prices.

With the IT investment has come a blossoming of KM tools that address some of
the most nagging problems plaguing KM implementation in the past.  Once Bill
Gates and Microsoft threw their weight behind KM (Business @ the Speed of Thought,
1999),  KM entered the IT mainstream.   Through our research, we found the following
developments in best-practice partner organizations:
1. IT for knowledge management has become affordable for most organizations.
2. “Smarter” search engines have enabled information to be organized from a socio-

cultural and user perspective rather than codified according to a library system. 
3. The rise of the knowledge portal has contributed to the “branding” of knowl-

edge management in organizations.
4. IT tools for KM are actually more complicated than they appear, and they do

require significant energy to implement and sustain. 
5. IT is helping to build knowledge management into work processes—from project

management to product development to selling. 
6. The importance of making connections—of people to people and of people to infor-

mation—is the driver to use IT in KM initiatives.

Information and knowledge form a virtuous circle.  We define knowledge as
“information in use.”  Knowledge can’t exist without information.  With good infor-
mation, people can make better decisions and take intelligent action.

Measurement
We analyzed the KM measurement practices of our best-practice partners.  Based

on surveys and site visits, we identified measurement approaches, specific measures in
use, and how measures impact and are impacted by the evolution of knowledge man-
agement.  Measuring KM is tough.  It is analogous to measuring the contribution of
marketing, employee development, or any other management or organization com-
petency.  

In the earliest stages, formal measurement is rarely required or used.  As KM
becomes more structured and widespread, the need for measurement steadily increases.
As KM becomes institutionalized—a way of doing business—the importance of KM-
specific measures diminishes, and the need to measure the effectiveness of knowledge-
intensive business processes replaces them.  Examples of these processes are developing
new products, creating integrated software solutions, and selling complex products.
Eventually organizational performance measures should reflect the value of KM to what-
ever is being measured, without necessarily being able to ferret out the KM contribution. 
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The APQC study team identified the following key points regarding measurement:
• no single measurement system is a magic bullet,  
• the role of measures and their design varies by stage of development, 
• meaningful measures are reflective of the goals and objectives of KM, 
• maturity assessments are useful to articulate the desired state and assess progress,
• ROI primarily is still captured indirectly and by extrapolation, 
• stories are powerful indicators of success and promotional tools, and 
• measurement systems and individual measures serve to focus attention and drive

desired knowledge-sharing behavior.

METHODOLOGY
The APQC consortium benchmarking methodology that guided this

knowledge management study was developed in 1993 and serves as one of
the premier methods for successful benchmarking in the world.  It was
recognized by the European Center for Total Quality Management in
1995 as first among 10 leading benchmarking organizations’ models.  It
is an extremely powerful tool for identifying best and innovative prac-
tices and for facilitating the actual transfer of these practices.

Secondary research conducted by APQC was used to help identify
innovative companies to participate in this study as best-practice part-
ners.  In addition to this research, APQC staff members and the subject mat-
ter experts identified potential participants based on their firsthand
experiences and research.

The data collection tools used to gather information are:
• Screening Questionnaire: qualitative questions designed to identify best prac-

tices;
• Detailed Questionnaire: quantitative questions designed to collect objective and

quantitative data, and
• Site Visit Discussion Guide: qualitative questions designed to collect qualitative

information about targeted aspects of knowledge management practices.

Five of the 10 partner companies hosted half-day or full-day site visits, allowing
sponsors to meet with key personnel and share their knowledge management strate-
gies and practices.  A group of consortium members attended each site visit to participate
in the discussion and to experience various programs firsthand.

All partner companies responded to the Screening Questionnaire, and partners and
sponsors responded to the Detailed Questionnaire.  The total number of respondents
to the quantitative portion of the study is 26 sponsors and 10 partners.  Only five
partner companies were asked to respond to the Site Visit Discussion Guide during the
on-site interviews.

APQC’s Benchmarking Model:
The Four-Phase Methodology

PLAN COLLECT

ANALYZEADAPT
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